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CURRENCY ABSOLVED

AS HIGH COST CAUSE

Congress Advised to Kcop

Hands Off Laws, in Moyors
Report.

INCREASE NOT EXCESSIVE

Credit Expansion Expected to
Adjust Itself as in Caso of

tho Civil War.

Bpitfal Ditpateh to Tn So.
Washwoton, Auj. 10. Currency In-

flation la the effect and not the cause of
high prices In the United States, In the
opinion of the Federal Reserve Board.
As result tho board Is reoommendlne
that Congress avoid attempting any
changes in the currency situation or In
the currency laws' at this time.

In letter to Congress In reply to the
resolution of Senator Myers (Mont) the
board points out that there has nob been
near the currency Inflation or Increase
In money In circulation that Is popularly,
supposed .and outlines the figures In de-

tail. It Is shown that Increase In circu-
lation has followed and not anticipated
the upward trend In prices and the in-

crease In business. The board holds
that when payrolls and other demands
for money double, that there must be
twlco as much money to meet the situa-
tion.

Expansion of credits Is explained by
the grent quantity of gold sent Into ths
United States betore we went to war to
pay the bills for allied purchases hers.

Credits K.

Board members believe that expanded
credits, as result of war loans and of
the continued borrowings by the Gov-
ernment, cannot by any artificial means
be quickly contracted. They hold that
this iredlt expansion will adjust Itself
rapidly just as did after the civil
war hs Government borrowings cease
and Government bonds are completely
paid for by the people.

The board holds that the "currency
situation has not contributed one whit

-- to the high cost of living, handy econo-
mists to the contrary notwithstanding.
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tlon and ara taxed just as national bank
notes, are taxed, haVo been Issued only
to replace In part national bahk notes
retired and standard sliver dol'ars
melted or broken up and sold as bullion
under authority of the act of April 2J,
IMS, known as the Plttman act The
Issue of these notes has therefore brought
no increase In the circulation medium.

"The amount of Federal rteservo
notes outstanding haa Increased from
I1S7.1ST.000 on April 1, 117, to 12,804,
753,000 on Autmst 1, 1910, it appears
therefore that those who see in the
larser volume of circulation In the"
United States the prime cause of InJ
crossed cost of living; and who seek al
remedy bjr a forood contraction of the
currency must have In mind the FedJ
ciui xvemrvo note ana election is ot uia
Federal rteserve act as amended June
21. 1917. Which nrAvMa fnr llm ImiiJ
and redemption.

'expansion of Credits,
"In analslnr our ttresent slttistlon

and In oonslderlm the causes whleh
have led to the expansion of credits'
and note Issues durlris; the war, we
snoum not lose sight of some '6f the
development of the pre-w- ar period and
their effect upon credits and prices. Very
heavy purchases of supplies of all kinds
were made In this country by European
belligerents during the years 1915 and
191C, payment for which Involved the
shipment to us of large amounts of
gold. The stock or gold In tho United
States on July 1, 1914, was 1, 890,678,-30- 4.

This amount increased steadily
until April, 1917, the dato ot our 'own
entry into the war, when It reached

an Increase of about

"Bank deposits likewise show a large
increase, tho net deposits of national
banks having risen from 37,495,149.000
on June 30. 1914. to 310.439.217.000 on
March 5, 1917, while the net deposits
or an DsnKs in the United States in-

creased from 317,966,150,000 In June
1314, to 324,891,218,000 In June, 1917

"Net deposits of national banks had
further Increased up to May 12; 1919; to
31,718,095,000. and those of all
banks In June, 1918 (the latest date for
whtch figures are available), to $26,769,-546,00- 0.

Shortly after April 6, 1917,
when Congress declared war, the Treas-
ury began to sell bonds, notes and cer-
tificates In large amounts, resulting In a
net Increase In the publlo debt to August
1, 1919, of 324,518,064,840.

Total Money In Country.
'"On July 1, 1914, the total stock of
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money In the United BUites, exclusive ot
that held by the United States Treasury,
was $3,419,163,368,

"On April 1, 1917, tho stock of money
estimated on the same basis was $4,702,'
120,941. an Increase of 31.282,962,573, ot
which Increase $883,481,028 was In gold.

"On July 1, 1914, there were no Fed-
eral reserve notes In existence, while on
April 1, 1917, tliero were outstanding
$357,239,000.

"The amendment to the Federal re-
serve act approved June 21, 1917,
changed substantially the original re-
serve requirements for member banks
and provided that their entire lawful re-

serve should be' carried with the Federal
reserve banks. Tho same amendment
authorized the Federal reserve banks to
exchange Federal rcservo notes for gold.
The result of these two changes In the
law was to transfer immediately large
sums ot gold from the vaults ot the
member and er bonks and
from general circulation to the Federal
reserve banks, and this caused a change
In methols of accounting for gold by the
Federal reserve banks and Federal re-
serve agents.

"In order to avoid confusion br. deter-
mining the volume of money In actual
circulation it Is necessary to distinguish
between tables showing the total stock
of money In the country and tables
showing the circulation outside of the
Treasury and Federal reserve agents'
vaults and to limit our view to amounts'
held by member and er banks
And the publlo which are, exclusive of
amounts on hand In Federal reserve
banks, held by Federal reserve agents
and held In the Treasury.

neservo' JUoney Exempt.
'The reserve money held by or fof tho

Federal reserve banks serves, of course,
as a basis for redlt, but It forms no
part of the currency In circulation. Upon
this basis the amount of money In cir-
culation on June 1, 1914, there being no
Federal reserve banks In operation at
hat time, was $3,419,168,360, made up

as follows! Gold coin and certificates.
$1,649,873,853; silver dollars and silver
certificates. Including Treasury notes of
1190, $soz,zo3,6lo; all other currency,
ii.zi7,iB8,so5. being a circulation per
capita ot $34.53.

"The corresponding amounts of money
in circulation on April 1, 1917, Decem-
ber 1, 1918, and August 1, 1919, are
snown in me loiiowing table:

Amount of money outside the OVessjur
m,u cnuM reserve uanKs:

Dec.l,
1911.

Gold coin and certlfl- -
cate tSSl.:i5.M0

Anr. 8,
WU.

3728.046.00O

SIlTrr dollars and sil--
tct (Truncates lnt

Treasury

Federal notes..... tC07.4ti.OOO
reoerai rescire taoK

notes , 17,717.000
Ail other currency.... 140l.OM.000

i ................
Amount cer raoit

outside ths Treas-
ury and the federal
reserve banks

Post-W- ar

41.11

I41.MG.000
:.tO4,7U,00O

1.i.M
UE0.2S7.000

.$I4.MS.OOO l4.7W.30O.OCO

Decreases.
"Assuming that the date. December

1, 1918, marks the beginning of the
iost-wa- r period, the table shows changes
during this period up to August 1, 1919,
as follows: Cold coin and certificates In
circulation decreased $138,199,000 ', sliver
dollars and silver certificates, including
Treasury notes of 1890, decreased $130,- -
984,000! Federal reserve notes do- -
creased $102,692,000; Federal reserve
bank notes Increased $73,562,000 ; all
outer currency decreased 344,772.000.
being a net decrease In circulation tor
the post-w- ar period of 3333,095,000 or
42,97 per capita.

4S.lt

"in considering the question of cur-
rency in circulation there' should be
taken, Into account the various faotors
which have entered Into the demand for
currency among which are ! The gradual
enlargement of payrolls both as to num
ber of workers and amount paid to
each) tha effect of higher wages upon
deposits In banks and on the amounts
of money carried by shopkeepers In their
tills and by Individuals in their pockets;
the amounts of money locked Up or car-
ried on their persons by workmen who
have been receiving high wages and who,
especially In the case of foreigners, are
unwilling to deposit their savings in
banks or to Invest in Government bonds ;

the amount ot money carried away by
wprkmen returning to their homes In
.foreign countries and the fact that the
circulating medium of the Philippines,
Hawaii, Cuba, Porto Rico, Santo Corn-ing- o,

Haytl, Honduras, Panama and In
part ilejtlco Includes United States paper
'currency and subsidiary silver. ' The
amounts required in these countries,
most of which are very prosperous,
have greatly Increased in the last few
years.

"'The total foreign circulation of
United States currency cannot be stated
accurately, but Is estimated to be at
least $15,000,000.

Cannot Force Circulation.
"Tho difficulty, indeed the Impossi

bility, of keeping In circulation an exces,
slve volunje of Federal reserve' notes
should be understood. The lssuo of

iv... t, - - v-- n r&rfutlv safe
guarded bp the Federal reserve, act and
ample provision, nas oeen mu
redemption. Federal reserve notes are
redeemable In gold; they cannot bo
forced Into circulation In payment of
expenses of the Government or for- any
other purpose as they can be Issued only
In exchange for gold or against a deposit
of negotiable paper growing out of a
legitimate commercial transaction plus
the required gold reserve of not less
than 40 per cent

"There has undoubtedly taken place
during the last two years a certain
amount of credit expansion which under
the circumstances, connected with our
war financing, was inevitable, hut this
will be corrected ns the securities Issued
by ths United States Oovornment for war
purposes are gradually absorbed by in-

vestors. This credit expansion Is equal
to the difference betwoen tho total of the
war expenditures of the Oovernment on
the one hand and on tho other tho total
amounts raised lr the Government
through taxation and the sale ot its odii-ratio-

as far as paid for out of sav-Ina-

No reliable estimate can be made
of this difference.

'The principal cause of the advance or.

prices before and during the war Was the
n rf - flftvemmentji of the

allied world for goods of all kinds for
quick delivery in largo volume ana uie
competition of this buying of Govern- -
M.t n. 1 1. n, i rYi n a fw nrtvjLtA In- -
I'lvilin n .... ..ui w... .... j - -

dlvlduals, who failed to contract their
expenditures at a rate commensurate
with the growing expenditures of these
Ha.....,.!.!. In ITi. nnnr-w- ar rterlod
through which, we are now passing the
country has experienced rising prices
owing. In part, to a general relaxation
nf . - nva. ilm rfflmf nf nersonalw .11. '..a. .. " ..---- . - -

economy, resulting In an increased 'de
mand Tor commodities Dy inaiviauma
.who restricted their purchases during
Uio war, but who are now buying In com
netltlon with export demand.

--ri.- Ttnflrd believes
that any currency change at Otis' time
Js unnecessary ana unacsiraDic, aim

Brat. that, whnthpr vlerwed
from an .economic or financial standpoint
the .remedy Tor tne present situation i
I. . mm natn.1v tn xtnrle nnd to save

to work regularly and efficiently in order
to produce and oistriDute tne largest fob
-i- Ki- .,ni..m. nf vtnimniHtleit. nnd to exQllIB . W.1...11. V. m.. ...... ,

erclse reasonablo economies In order that
money, goods .and service may oe oe
voted primarily to the liquidation o

debt and to the satisfaction ot the de
mand for necessities rather than, to In
dulKenfce In extravagances or tho gratlfl
cation of a desire. for luxuries."

AMUSEMENTS.

Mr. Howard Kyle, founder of the Actors' Equity Asso-
ciation, who for more than six years served as a member of
its Counsel and in other capacities without remuneration, has
resigned from the Actors' Equity Association. In connection
with his resignation Mr. Kyle sent the following letter to Mr.
E. H. Sothern who has also since resigned from the Actors'
Equity Association:

New York, August 5th, 1919.
, Dear Sothern:

Lam sorry I didn't get a word to you before you were induced to send a letter to the
' Actors' Equity Association, approving the course its officers and Counsel have wrong-headed- ly

taken. For once the managers are right in their stand. They have recognized
the. Actors' Equity Association as an organization and they invited its representatives to
meet them and make a mutual agreement for the uniform adoption and use of an im-

proved form of the United Managers' Protective Association-Actor- s' Equity Association
contract to cover a period of three or five years. Each manager in the new producing
Managers' Protective Association (and it includes practically all of them) is under a bond
by which he would .forfeit $10,000 if he breached any agreement made by his organiza-
tion. That is any agreement like that of the adoption of a uniform standard contract.
This was the very situation, or should I say consummation, toward which the Actors'
Equity Association has been aiming for six years. Some of the radicals misapprehended
the spirit of cooperation that possessed the managers and attributed their action to mo-

tives of fear; thereupon an utterly foolish and unnecessary ultimatum was issued con-
cerning extra performances, which were made to include legal holiday matinees and Sun-
day appearances. The- - arbitrary .action was taken despite insistent warnings I made to
the Cpunsel of its ill advisedness. The aggression came, you see, from our side when the
managers were in an amenable state of mind and actually willing,, as they are now, to
stand for a clause by which all salaries shall be reckoned by the performance.

In order to save their own faces 'our representatives proposed publicly that the whole
matter of a contract be given to an outside Board of Arbitration, thus trying to embar-
rass the managers. As I openly predicted, the managers said there was nothing to arbi-
trate and they have proceeded to use the standard contract United Managers' Protec-
tive Association-Actor- s' Equity Association, changing only the clause as to how any issue
may be arbitrated; meanwhile poor men and women who are actually working under
equitable conditions are forced to strike as the result of the bad leadership of our asso-
ciation. (

It is important to remember that the accepted Actors' Equity Association-Unite- d

Managers' Protective Association contract was actually drawn up in the first instancet
by the Actors' Equity Association itself, and the clauses consenting to play Sunday night

, performances and legal holiday matinees were put into this contract by the actors them-
selves. The changes now demanded, therefore, constitute additions to our own contract,
which we have proclaimed as equitable all over the world. No one has ever pretended
that the contract, which is a minimum one, , is the best that might be secured, and it is
only fair to recall that Mr. Marc Klaw, President of the United Managers' Protective As-

sociation, spoke at the ratification supper in November, 1917, saying: "This is History-makin- g

occasion, but the contract as it .stands is only a beginning."
' (Signed) Yours very truly,

HOWARD KYLE.
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